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Only West Vlrgmla is in worse shape a:
- study finds, Rhode Island has banked
- just 56 percent of promxsed payments
: the U S average 1s 82 percent. K

BY STEVE PEOPI.ES .
IO[}RNALSTATE HOUSEBUREAU Sl
PROVIDENCE - Rhode Island’s pubhc pen-. .
:sion system is among the most underfinanced in'- .
- the nation, according to anational report released . -
~last- week;which also raises concerns ‘about the: -

-/ state’s massive bill for retiree health-care costs i
Only West' Vlrg‘lmas retirement. system is in.
rse shape than Rhode’ Island’s; according
dyproduced byThe Pew ChantableTrus ;
teronthe States, a 73-page analysis thathigh-: .,
hts he'growing disparity between public-'and - |
P ,nvate—sect retirement benefits, .among other Co

ks -I_fwehadahopeofwhatﬂnsreportcoulddo 1t'. o
- would help people pay more attention to an issue
L othat comes in and out: of pubhc conscmusness 7

ndeed; the report notes that Rhode Island tax~_ N
‘payers must raise another $4.3 billionto coverre- - -
quired Tetitement payments over the next - 30
‘ars forr the 45,000 current ‘and fonner state. -
worke d "chersvestecimthe 'system. Their -
: _ealth care will cost taxpayers another 8700 mil-" -
. lion, a tab that must be disclosed for the. ﬁrsttlme' .
because of new accountmg standards. N
" Rhode: sland’s situation is not good, butitls far_ -
- from ne only state n thhugepensmnandhealth—'_- s
- bligations for retired workers. Nationally, -
“the Pew study foun, that states are on the- hook_ ‘
wfor $2.73 trillion over the next 30 years. ..




" the coming session. Last week, he -
reiterated plans to form a comms- -
rgionin the coming weeks 10 study
' *changmg the public pension sys- .
“tem, known'as a defined-benefit -
" plan, toward a 401(k)-like system, :
: or defined-contribution plan. &
: Murphy said he wants to see'_
:legrslauon passed this séssionthat |
would ‘adopt’ changes - recom-.”
:mended by the commission, even - .
if there are short-term costs. The -
: adopted by the General Assembly. -
* “that included ‘a minimum retire-
“ment age for the first time sitice’
-, 1984 (at least 59 years old: after 29

ised pens1on payments The_ _na-

tional ayerage is 82 percent.

~.And, Rhode Island’s-financing:
“levels “have’ actually worsened. . .
The. report ‘was ‘based on 2005
‘numbers; biit the:state’s actuary.

. reported in July that the unfunded.. -

* liability. ‘has- grown to appro:u‘.-j.
i " state’s actuary recently found that

- mately $4.9 billion.

o “West Virginia is very much n™
e the same situation,” Barrett said. -
.. “For a very long time, the neces-: -
- Sary funding wasn’t put in, SONOW.: :
*“these:underfunided .pension §ys-..
' “tems are really suffermg from the

' mistakes of the past?-.:: -

~- wwNeither the. governor nor the
treasurer ‘sought to cast
ight of the report’s reve-

- “thelastthree years anyway ... 'm

- optimistic that the legislature is
- going to roll up its sleeves and do .
" some: good work in ‘thlS area tlns S

S sesswn.

'thatmaybethe case.’

“‘House SpeakerWﬂham.I Mur--

phy, D-West Warwick, raised eye-.

‘brows ‘this fall after ‘announcing -

] ;,tead theycited jtas evi- .

; surer Frank Capno sald of the re-
‘port.Rhode Island decision-mak- .
“.ers have been focusing ontlnsfor_'-
"“sion payment for pubhc employ-
ees was $17,640, while pnvate :

pens1on change

moving' to_a.401(k)-style system

“would cost- Rhode' Island tax-
‘payers $15L5 million next year
and miore than $520, million over. ..
'the next seven: years hefore the

state sees any savings.

SiwnFor years,: pubhc employees B
i backed by labor unions, have suc- -
cessfully fought. off’ efforts to
-change Rhode Island’s system :

~'The Pew report notes that the
'vast majonty of. prwate workers
' don’t have pensions.:’ :

- Nationally, 50 percent of pub—

}' ‘ihc sector employees had defined
- benefit ‘pension :plans. in - 2005,
while ‘just 20 percent of private- -

sector employees had that benefit.

“Further; the:median annual pen.. .~ : “top|
: performer” inmaking. annual pay- i
‘ments toreduce its $4.9:
. funded pension lability. The state
‘is in the seventh year of a 30- -year:

"workers received $7 692,
*Looking at ‘heatth care; the re- .

rt. found that. 82 peroent of re-

“tired " public. workers received -
health benefits of any kind from

" the state; just 33  percent of retired. .

' 'private ‘employees received health

care from theirformeremployers: -

7 oX 3

“percent, compounded o
- ing pension-increases fors tat 5
‘tirees; and areduction inthe maxi-

: cent after 38.

. states, like Rhode Island, largely

‘Whﬂe there are srgns that gov- :

': ernments are instituting some re-

forms to scale back benefits, par-.

ﬁtrcularly for new employees ‘the |

pace of change is dramatlcally :
slower " than- in. the: ‘business .

“world,” reads the report.

Indeed,.  Governor - Carcieri

. identified “pension réform” as a

top priority soon after takmg of:

-~ fice, according to his spokesman .
: Jeff Neal. :

‘He pushed. .changes in 20053' .

years of service); curbs o

mum retirement benefit, from 80 -
percent after 35 years to 75 pe 3

The: changes, opposed by:

_unions. representing the employ-

ees, applied only to new teache
and state, workers and fo:those:

“who had fewer than the 10: years*ﬁ

needed to be vested in the system
- There is a brt of good DEWS ; in:

planto dojust that; state taxpayers
will contnbute $397 mﬁhon next
year.

‘Bust the report found that most

ignore their health-care contribu-




'tlons prefenmg a pay as-you—go

system that is cheaperinthe short-

termbut far more expenswe inthe
: Iong g3

Health-care costs for retlrees_

weren't: ‘supposed to “cost- tax-

“payers anything when then-Gov.”
Edward D.:DiPrete pitched: the .’
‘idea of hfeume health beneﬁfs m :

- 1989 S
'The General Assembly that
F-’year commltted the ..

: 'that many other states aﬁt‘ord thelr '

employees 7. hesaid;

Rhode Island law aHows 5 state' :
worker ‘to “buy - coverage for' a
spouse, but also limits what a state

worker has-to pay for that cover-
age to “the group rate for active
state employees.” The. law :has-

‘been interpreted to: allow retired- -
schoolteachers to buy health cov- .
-erage throughthe state forthern»

mummpahty SE W
- The study notes that’ state rett-:-
ree heath—care “¢osts “could ‘be:

‘much worse, Connechcut forex- -

‘ample, has an Unfinded lability of
$14 billion on the pension side and

. another $21 7 bﬂ_hon for rehree'r

health care. i1
Many states such as Massa—
chusetts; have recently made ir-
vestments in their retiree ‘health-+
~care’ systems ‘in: an-ef-- |

state:to paying any-- “While there are szgns that governments are :
-instituting some reforms to'scale back

beneﬂts particularly for new employees, the

'p}oposed shifting $100 "
-miilion froimn the sale of .

selves and thelr spouses al the-

pace of change is dramatlcaHy siower than

In the busmess worid e

STUDY

by The Pew Charltable Trusts Center on the States

= -j_.same discounted rate, © o

: health care “of retired staie em

“ployees, teachers and their's Spous-
“es, according to the govemor’s of-.

“fice. The bill for the: current year

'}_:'boome ' ‘]oqlthe system; ‘-

‘aren’t cheap, the report notes tha
‘Rhode Island’s obligations pale n
'companson with other states.

“Barrett said she was surpnsed &
'by that fact. Caprio was not: “The -
level of retiree benefits that state™"
employees receive is not the level-1

own to. $28. 5; mﬂhbn and it

;o get deficit,.
It-does not specifically say who'-._:' . ~But‘the
is responsible for making up the -
rdifferénce, and itis unclearwhoin n’as
tate government dec;dedﬂnswas R

. warning: -about the unﬁmded :
‘bilityin the state’s. pensmn and re-_-
ihet U tiree. health plans since 2003, “the |
n and health-care obhgatlons of **
‘individual “cities and towns, But !
< large communities such as: Paw*- - -working with the general treasur- - |
and | - er-and-the, legislature to ‘address: |
: ir. | ‘this important issue”
ennelthattotal-;- S i e
. of doflars for-each

S -‘tobacco-settlement = .
- bondstoatrust c_ledt_cat- e
- edtowardretireehealth -
- .care. Ultimatély, the
sembly decided to
the majority of the
baceo money to plug a stat

“Governor: Carcieri has hée

governor’sspokesman, Neal,said.:
“The ‘governor looks forward:to:

- speoples@projo.cora f (401) 277-7513.




